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INDEPENDENT AUDITORS' REPORT

Board of Commissioners
Provo City Housing Authority

We have audited the financial statements of the business type activities, which collectively comprise the
financial statements of Provo City Housing Authority, as of and for the year ended September 30, 2005, as
listed in the table of contents. These financial statements are the responsibility of the Housing Authority's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements ate free of material
misstatement. An audit includes examining, on a test basis, evidence suppotting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion the financial statements referred to above present fairly, in all materdal respects, the
respective financial position of Provo City Housing Authority, as of September 30, 2005, and the respective
changes in financial position and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Anditing Standards, we have also issued a report dated January 30, 2006 on our
consideration of Provo City Housing Authority's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants. That teport is an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the tesults of our audit.

‘The accompanying Management’s Discussion and Analysis is not a required part of the financial statements,
but is supplementary information required by accounting principles generally accepted in the United States
of America. We have applied certain limited procedures, which consisted principally of inquities of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.
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Our audit was petformed for the purpose of forming an opinion on the Housing Authority’s financial
statements. The statements listed in the supplemental information section of the table of contents, the
Schedule of Expenditures of Federal Awatds listed in the single audit section of the table of contents, as
required by U.S. Office of Management and Budget Circular A-133, Awdits of States, Local Governments, and
Non-Profit Organizations, and the Supplemental Financial Data Schedules listed in the single audit section of
the table of contents, as requited by the U.S. Department of Housing and Urban Development are
presented for putposes of additional analysis and are not a required part of the financial statements of
Provo City Housing Authority. Such information has been subjected to the auditing procedures applied in
the audit of the financial statements and, in our opinion, is faily stated, in all material respects, in relation to
the financial statements taken as a whole.

Hawhpins Clowmd = Scmistar Lo

HAWKINS CLOWARD & SIMISTER, LC

CERTIFIED PUBLIC ACCOUNTANTS

January 30, 2006




PROVO CITY HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2005

As management of the Provo City Housing Authority (the Authority), we offer readers of
the Authority’s financial statements this narrative overview and analysis of the financial
activities of the Authority for the fiscal year ended September 30, 2005. We encourage
readers to consider the information presented here in conjunction with the Authority’s
financial statements, which follow this section.

Financial Highlights

The assets of the Authority exceeded its liabilities at the close of FY 2005 by
$10,731,989 (net assets), representing a decrease of $98,654 from FY 2004.

The Authority’s cash balance at the end of FY 2005 was $899,660
representing a decrease of $468,622 from FY 2004.

The Authority had a total of $1,267,912 in dwelling rentals revenue,
representing an increase of $81,828 from FY 2004.

The Authority had a total of $5,199,075 in governmental grants income,
representing a decrease of $195,238 from FY 2004.

The Authority had a total of $356,413 in other revenue, representing an
increase of $9,465 from FY 2004.

The Authority had a total of $6,914,674 in expenses, representing a decrease
of $70,037 in expenses from FY 2004.

The Authority’s had a total of $11,041,566 net capital assets, representing a
decrease of $57,482 from FY 2004.

The Authority had a total of $1,521,004 in investments in joint ventures,
representing a decrease of $125,122 from FY 2004.

The Authority’s loans and notes receivable decreased by $9,803 from FY
2004.

The Authority’s bonds and notes payable decreased by $395,107 from FY
2004.

MDA -1
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Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s
basic financial statements. The Authority’s basic financial statements include the
Authority-wide financial statements and notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial
statements themselves.

AUTHORITY-WIDE FINANCIAL STATEMENTS

The Authority-wide financial statements are designed to be corporate-like in that all
business type activities are consolidated into columns which add to a total for the entire
Authority. The interfund activity of the Authority has been eliminated.

Statement of Net Assets

These Statements include a Statement of Net Assets, which is similar to a Balance

Sheet. The Statement of Net Assets reports all financial and capital resources for the
Authority. The statement is presented in the format where assets, minus liabilities, equals
“Net Assets”, formerly known as equity. Assets and liabilities are presented in order of
liquidity, and are classified as “Current” (convertible into cash within one year), and
“Non-Current”.

The focus of the Statement of Net Assets (the “Unrestricted Net Assets”) is designed to
represent the net available liquid (non-capital) assets, net of liabilities, for the entire
Authority. Net Assets (formerly equity) are reported in three broad categories:

Net Assets, Invested in Capital Assets, Net of Related Debt: This component of
Net Assets consists of all Capital Assets, reduced by the outstanding balances of
any bonds, mortgages, notes or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets.

Restricted Net Assets: This component of Net Assets consists of restricted assets,
when constraints are placed on the asset by creditors (such as debt covenants),
grantors, contributors, laws, regulations, etc.

Unrestricted Net Assets: Consists of Net Assets that do not meet the definition of
“Net Assets Invested in Capital Assets, Net of Related Debt”, or “Restricted Net
Assets”,

Statement of Revenues, Expenses and Changes in Net Assets

The Authority-wide financial statements also include a Statement of Revenues, Expenses
and Changes in Net Assets (similar to an Income Statement). This Statement includes
Operating Revenues, such as Rental Income, Operating Expenses, such as administrative,
utilities, maintenance, and depreciation, and Non-Operating Revenues and Expenses,
such as grant revenue, investment income and interest expense.

MDA -2
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The focus of the Statement of Revenues, Expenses, and Changes in Net Assets is the
“Change in Net Assets”, which is similar to Net Income or Loss.

Statement of Cash Flows

Finally, a Statement of Cash Flows is included, which discloses net cash provided by, or
used for operating activities, capital and related financing activities, and investing
activities.

AUTHORITY FUNDS

The Authority consists of exclusively Enterprise Funds. Enterprise funds utilize the full
accrual basis of accounting. The Enterprise method of accounting is similar to
accounting utilized by the private sector accounting.

Many of the funds maintained by the Authority are required by the Department of
Housing and Urban Development. Others are segregated to enhance accountability and

control.

Conventional Public Housing

Under the Conventional Public Housing Program, the Authority rents units that it owns to
low-income households. The Conventional Public Housing Program is operated under an
Annual Contributions Contract (ACC) with HUD, and HUD provides Operating Subsidy
and Capital Grant funding to enable the PHA to provide the housing at a rent that is based
upon 30% of household income. The Conventional Public Housing Program also
includes the Capital Fund Program, which is the primary funding source for physical and
management improvements to the Authority’s properties.

Housing Choice Voucher Program

Under the Housing Choice Voucher Program, the Authority administers contracts with
independent landlords that own the property. The Authority subsidizes the family’s rent
through a Housing Assistance Contributions Contract (ACC) and HUD. HUD provides
Annual Contributions Funding to enable the Authority to structure a lease that sets the
participants’ rent at 30% of household income.

Lookout Pointe Apartments

Under the Lookout Pointe Apartments Program, the Authority maintains a 114 unit
apartment complex, which is a blended component unit of the Authority. This is a
mixed-income development with 35 percent of the units made affordable to low and
very-low income families. This is a non-HUD funded project with the exception of the
small number of Section 8 rental subsidies assisting very-low income tenants. Lookout
Pointe has also been approved by the Internal Revenue Service to operate under a 501
(c)(3) exemption.

MDA -3
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Discretionary Housing

This fund represents non-HUD resources developed from a variety of activities. This
fund 1s used to finance discretionary housing activities, i.€., innovative housing program
developments as approved by the Board of Directors. Generally, these funds are not
subject to Public Housing or Section 8 program rules, but must be spent for low-income
housing related activities.

NOTES TO THE FINANCIAL STATEMENTS

The notes provide additional information that is essential to a full understanding of the
data provided in the Authority-wide and fund financial statements.

SUPPLEMENTARY INFORMATION
The schedule of expenditures of federal awards is presented for purposes of additional

analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations.

AUTHORITY-WIDE FINANCIAL STATEMENTS

Statement of Net Assets

The following table reflects the condensed Statement of Net Assets for 2005, with
comparative figures from 2004:

STATEMENT OF NET ASSETS

2005 2004

Current and Other Assets $ 6,409,636 $ 7,227,367
Capital Assets 11,041,566 11,099,048

Total Assets 17,451,202 18,326,415
Other Liabilities 943,938 2,071,122
Long-Term Liabilities 5,775,275 5,424,650

Total Liabilities 6,719,213 7,495,772
Net Assets:

Invested in Capital Assets,

Net of Related Debt 8,737,547 8,719,031
Restricted 181,762 161,712
Unrestricted 1,812,680 1,949,900
Total Net Assets S 10,731,989 § 10,830,643

MDA - 4
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¢ Net assets of the Authority’s activities decreased by $98,654 (.9%) from 2004 to
2005.

o The largest portion of the Authority’s net assets (81 percent) reflects its investment in
capital assets (land, buildings, machinery, and equipment), less related outstanding
debt used to acquire these assets. The Authority uses these capital assets to provide
services to tenants. Consequently, these assets are not available for future spending.
Although the Authority’s investment in its capital assets is reported net of related
debt, it should be noted that the resources needed to repay this debt must be provided
by other sources, since the capital assets cannot be used to liquidate these liabilities.
The Authority’s investment in capital assets, net of related debt, increased by $18,516
(-2%) from 2004 to 2005.

The following table presents details on the change in Net Assets, Invested in Capital
Assets, Net of Related Debt:

CHANGE OF NET ASSETS
INVESTED IN CAPITAL ASSETS NET OF RELATED DEBT

Balance as of 9/30/2004 $ 8,719,031
Capital Assets Added 469,243
Capital Assets Disposed/Sold (43,015)
Depreciation on Capital Assets Disposed/Sold 34,852
Adjusted Capital Assets Disposed/Sold (8,163)
2005 Depreciation Expense (420,828)
2005 Increase in Related Debt (21,736)
Balance as of 9/30/2005 $ 8,737,547
MDA -5
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¢ An additional portion of the Authority’s net assets (2 percent) represents resources
that are subject to external restrictions on how they may be used. The only Restricted
Net Assets for the Provo City Housing Authority are the Lookout Pointe Escrow
Reserves and Replacement Reserve. These reserves increased by 12 percent, or
$20,050 over 2004,

The remaining balance of unrestricted net assets (17 percent) may be used to meet the
Authority’s ongoing obligations to program participants and creditors. Unrestricted
net assets decreased by $137,220 (7%) from 2004 to 2005. This decrease was
primarily due to the purchase of the Nazarene Church property for $190,140 from

the operating reserves in the Low Rent Public Housing and Section 8 programs
($95,070 per program).

The following table presents details on the change in Unrestricted Net Assets:

CHANGE OF UNRESTRICTED NET ASSETS

Unrestricted Net Assets 9/30/2004 $ 1,949,900
Results of Operations (91,274)
Adjustments:

Prior Year (7,378)

Depreciation & Amort (1) 535,460 528,082
Adjusted Results from Operations 397,208
Increase in Restricted Net Assets (20,050)
Increase in Capital Assets (474,647)
Decrease in Debt Related to Capital Assets (48,230)
Component Unit Decrease in

Capital Assets, Net of Related Debt (27,768)
Component Unit Decrease in
Other Non-current Assets (3.333)

Unrestricted Net Assets 9/30/2005 $ 1,812,680

(1) Depreciation and amortization is treated as an expense and reduces the results of
operations but does not have an impact on Unrestricted Net Assets.

While the Results of Operations is a significant measure of the Authority’s activities, the

analysis of the changes in Unrestricted Net Assets provides a clearer change in financial
well-being.

MDA -6
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

The following schedule compares the revenues and expenses for the current and previous
fiscal year. The Authority is engaged in Business-Type Activities.

2005 2004

Revenues
Dwelling Rents $ 1,267,912 % 1,186,084
HUD Contributions 4,836,857 4,916,862
Other Government Grants 4,300 5,923
Capital Funds Grants 357,918 471,528
Interest and Investment Income 212,808 227,167
Other Revenues 143,605 119,781

Total Revenue 6,823,400 6,927,345

Expenses
Administrative 088,355 973,826
Tenant Services 1,832 2,550
Utilities 201,953 186,765
Maintenance 590,275 576,237
Protective Services 7,438 12,973
General 187,260 187,514
Interest Expense 300,148 318,963
Housing Assistance Payments 3,928,293 4,018,800
Losses on Disposals 173,098 194,282
Equity Investments 564 355
Depreciation 535,460 512,446
Total Expenses 6,914,676 6,984,711
Prior Year Adjustments (7,378) 78,261
Net Increase(Decrease) 3 (98,654) $ 20,895

The following chart presents a condensed view of the FY 2005 Revenues:

2005 Revenues by Source

investment Other
Income f Reveonues .
39, 2% Dwelling
Rents
19%

Hud
Contributions
76%
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MAJOR FACTORS AFFECTING THE STATEMENT OF REVENUE,
EXPENSES AND CHANGES IN NET ASSETS

. Dweliing Rents increased by $81,828. This increase was primarily due to a 7%
increase in dwelling units occupancy from 2004 to 2005.

¢ HUD Contributions decreased by $80,005. This decrease was primarily due to a
reduction in funds provided by HUD for the Vouchers program.

e HUD Contributions for Capital Funds Grants decreased by $113,610. This was due
to a reduction of $13,530 in Capital Funds Grant funds available compared to 2004,

plus a reduced rate of use of grant funds for capital improvements in 2005 compared
to 2004.

The following chart presents a condensed view of the FY 2005 Expenses:

2005 Expenses by Type

Losses on
HA.P.s Disposals
56% 3%

Depreciation
8%

General
Interest Exp. Expense

4% 29%

¢ Administrative Expenses increased by $14,529 (1.5%). This increase was primarily
due to a net increase in administrative salaries plus benefits.

e Utility Expenses increased by $15,188 (8%). This increase was primarily due to an
increase in natural gas and sewer rates.

¢ Maintenance Expenses increased by $14,038 (2%). This increase was primarily due
to an increase in the cost of materials and contracts.

¢ Interest Expense decreased by $18,815 (6%). This expected decrease was due to an
increase in principal payments on all long term debt during 2005.

¢ Housing Assistance Payments decreased by $90,507 (3%). This was primarily due to

cut backs by HUD in funds provided for the Vouchers program combined with
changes in the Section 8 program that also resulted in reductions in HAP costs.

MDA -8
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CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets
As of the year end, the Authority had $11.04 million invested in a variety of capital assets
as reflected in the following schedule, which represents a net decrease (addition,
deductions and depreciation) of .057 million or $57,482 from the end of FY 2004.
The following schedule compares the Capital Assets at Year End for the current and
previous fiscal year. The Authority is engaged in Business-Type Activities:
CAPITAL ASSETS AT YEAR-END
(NET OF DEPRECIATION)

Business-type Activites

005 2004
Land and Land Rights $ 3,143,069 $ 3,095,535
Buildings 15,347,898 14,930,980
Equipment-Administrative 517,207 539,019
Equipment-Dwelling 244,905 247,752
Accumulated Depreciation (8,211,513) (7,714,238)
Total $ 11,041,566 $ 11,099,048

The following reconciliation summarizes the change in Capital Assets:

CHANGE IN CAPITAL ASSETS

Business-type Activites

Beginning Balance $ 11,099,048
Additions : 482,808
Retirement (43,015)
Depreciation on Retirements 34,852
Net of Depreciation (8,163)
2005 Depreciation (5632,127)
Ending Balance $ 11,041,566
MDA -9
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The 2005 additions were comprised of:

Business-Type Activities
Purchase of Nazarene Church Property $190,140

Capital Improvements (modernization
completed on a variety of the Authority’s Public

Housing complexes: $274,312
Equipment Purchases $ 18,356
Total 2005 Additions $482,808

Debt Outstanding

As of year-end, the Authority had $5,942,844 in debt (bonds, notes, etc.) outstanding
compared to $6,337,951 last year, representing a decrease of $395,107. This decrease
was due to a reduction of $250,000 in notes/loans associated with the Maeser School
Project plus a net reduction of other long term debt by $145,107.

OUTSTANDING DEBT, AT YEAR-END

Totals
Business Type 2005 2004
Investment in Joint Ventures 3 1,442,017 $ 1,721,895
Capital Improvements 330,042 305,305
Lookout Pointe Mortgage 2,065,785 2,135,751
Lookout Pointe Bond 2,105,000 2,175,000
$ 5,942,844 6,337,951

ECONOMIC FACTORS

Significant economic factors affecting the Authority are as follows:

e Federal funding of the Department of Housing and Urban Development

¢ Local labor supply and demand, which can affect salary and wage rates

¢ Local inflationary, recessionary and employment trends, which can affect resident
incomes and therefore the amount of rental income

o Inflationary pressure on utility rates, supplies and other costs

MDA - 10
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FINANCIAL CONTACT

The individual to be contacted regarding this report is Donna Smith, Accountant, of the
Provo City Housing Authority, at 801-852-7086. Specific requests may be submitted to
Donna Smith, Accountant, Provo City Housing Authority, 650 West 100 North, Provo,
Utah 84601.

MDA - 11
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FROVO Crrvy HOUSING AUTHORITY
Statement of Net Assets ]
September 30, 2005
With Comparative Totals for September 30, 2004 |
u
Public .
ASSETS Discretionary Housing
Cutrent assets B
Cash and cash equivalents $ 46,833 $ 100,677
HUD receivable 38,865 B
Receivables 71,743 7,326
Prepaid insurance 54,177 B
Due from other funds 243,132
Interest receivable 19,096 |
Cutrrent portion notes receivable 10,434
Other current assets 93,284 n
Total current assets ' 241,390 444,177 B
Net capital assets 1,202,661 7,700,511 B
Noncurrent assets |
Investments in GNMA and MBIA 2,052,665
Interest receivable Canyon View Pattners, LLL.C 55,169 n
Bond issuance costs, net of amortization
Maeser school project 1,009,892 o
Notes recetvable, less current portion 987,154 N
Equity investments tax credit projects 511,112
Restricted cash and cash equivalents 4,195 62,665 n
Total noncurrent assets 4,620,187 62,665
|
Total assets $ 6,064,238 $ 8,207,353
n
.
L
B
i
B
n
||
|
N
n
SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 3
u




Totals
Lookout As Restated
Vouchers Pointe 2005 2004
$ 707,883 $ 44267 899,660 $ 1,368,282
38,865 83,757
4,486 83,555 178,363
8,768 62,945 63,958
19,096 22,500
10,434 9,803
93,284 94,082
707,883 57,521 1,207,839 1,820,745
161,417 1,976,976 11,041,565 11,099,048
2,052,665 2,121,119
55,169 99,681
54,978 54,978 58,310
1,009,892 1,177,945
987,154 997,589
511,112 468,181
220,838 287,698 262,153
275,816 4,958,668 5,184,978
$ 869,300 $ 2,310,313 $ 17,208,072 $ 18,104,771




FrROVO CITY HOUSING AUTHORITY
Statement of Net Assets (Continued)
September 30, 2005
With Comparative Totals for September 30, 2004

Public
Discretionary Housing
LIABILITIES
Current liabilities

Accounts payable $ 29,523 $ 24,723
Interest payable 25,982
Accrued liabilities 4,195 84,549
Deferred revenue 1,625 8,798
Due to other funds 119,826
Notes payable
HUD payable
FSS escrow 17,935
Tenant security deposits 62,665
Current portion notes payable 27,379
Current portion long-term debt 81,493 :

Total current liabilities 290,023 198,670

Long-term liabilities

Compensated absences 10,606
Notes payable 985,354
Long-term debt . 2,891,705
Less current portion (108,872)

Total long-term liabilities 3,768,187 10,606

Total Kabilities $ 4058210 § 209276

NET ASSETS
Invested in capital assets, net of related debt $ 875,619 $ 7,700,511
Restricted
Escrow reserves

Unrestricted 1,130,409 297,566

Total net assets (deficit) $ 2,006,028 $ 7,998,077

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 5




Totals
Lookout As Restated

Vouchers Pointe 2005 2004
$ 2,218 $ 56,464 $ 84,396
10,501 36,483 58,193
$ 25,149 7,258 121,151 108,182
4,766 15,189 7,464

39,933 39,567
750,000
34,782 34,782 335,149
177,969 195,904 212,045
39,076 101,741 100,441
27,379 26,877
74,356 155,349 152,003
277,833 177,742 744,942 1,834,750
4,724 15,330 15,579
985,354 495,158
2,065,785 4,957,490 5,092,793
(74,356) (183,228) (178,880)
4,724 1,991,429 5,774,946 5,424,650
$ 282557 $ 2169171 $ 6,519,888 $ 7,259,400
$ 161,417 $ 8,737,547 $ 8,719,031
$ 181,762 181,762 161,712
425,326 (40,620) 1,812,681 1,942,522
$ 586,743 $ 141,142
Adjustment of unrestricted net assets due to elimination

of interfund activity with different year ends. (43,806) 22,106
Unrestricted net assets as adjusted for eliminations. 1,768,875 1,964,628
Total net assets $ 10,688,184 $ 10,845,371




SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS.

PROVO Criry HOUSING AUTHDRITY

Statement of Revenues, Expenses and changes in Net Assets

September 30, 2005
For the Year Ended September 30, 2005

With Compatative Totals for the Year Ended September 30, 2004

Operating revenues
HUD contributions
Management fees
Dwelling rents
Other

Total operating revenues

Operating expenses
Housing assistance payments
General
Depreciation and amortization

Total operating expenses
Operating income (loss)
Non-operating income (expense)
Interest income
Gain (loss) on disposal of equipment
Gain (loss) on disposal of project

Interest expense
Equity investments

Total non-operating income (expense)

Capital contributions - HUD grants

Net income (loss)
Change in Net Assets
Net assets - beginning of year as
previously teported
Cumulative effect of priot petiod adjustment

Net assets - beginning of year, as restated

Net assets - end of year

Public
Discretionary Housing
$ 191,484 $ 317,132
23,689
111,702 572,569
40,232 36,157
367,107 925,858
239,629 994,458
33,631 378,940
273,260 1,373,398
93,847 (447,540)
192,410 4,997
(6,815)
(166,283)
(172,156)
(564)
(146,593) (1,818)
358,717
(52,746) (90,641)
2,092,023 8,087,846
(33,249) 872
2,058,774 8,088,718
$ 2,006,028 $ 7,998,077
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Totals ‘
Lookout As Restated
Vouchers Pointe 2005 2004

$  4331,741 4,840,357 $ 4,873,384
23,689 51,233

$ 583,010 1,267,281 1,186,084

19,023 25,138 120,550 68,549
4,350,764 608,148 6,251,877 6,179,250
3,789,369 3,789,369 3,899,060
511,815 370,138 2,116,040 2,033,734

8,258 114,630 535,459 512,446
4,309,442 484,768 6,440,868 6,445,240
41,322 123,380 (188,991) (265,990)

14,622 779 212,808 227,167
(6,815) (7,725)
(166,283) (186,557)
(127,991) (300,147) (318,963)
(564) (355)
14,622 (127,212) (261,001) (286,433)
358,717 487,680
55,944 (3,832) (91,275) (64,743)

505,800 144,974 10,830,643 10,888,008

24,999 (7,378)
530,799 144,974 10,823,265 10,888,008
$ 586,743 $ 141,142 10,731,990 10,823,265
Adjustment of unrestricted net assets due to elimination

of interfund activity with different year ends. (43,8006) 22,106
Total net assets 10,688,184 $ 10,845371




PrROYO CiIvy MOUSING AUTHOSITY
Statement of Cash Flows
For the Year Ended September 30, 2005

With Comparative Totals For the Year Ended September 30, 2004

Cash flows from operating activities

HUD contributions

Rents, fees and services
Housing assistance payments
Payments to suppliers
Payments to employees

Net cash provided by (used for) operating activities

Cash flows from capital and related financing activities
- Acquisition and construction of capital assets
Proceeds from sale of capital assets
Proceeds from issuance of debt
Proceeds from capital grants
Principal payments on debt
Principal payments on note payable
" Interest paid on debt

Net cash provided by (used fot) capital and related financing activities

Cash flows from investing activities.
Payments received on notes receivable
Investment in MBIA and GNMA bonds
Investment in tax credit projects
Intetest income
Net cash provided by (used for) investing activities

Net increase (decrease) in cash

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Reconciliation to operating income

Opetating income (loss)

Adjustments to reconcile operating income

to net cash provided by operating activities
Depredation and amortization
Prior period adjustment
(Increase) decrease in accounts receivable
(Increase) decrease in deposits
(Increase) dectease in due from other funds
Increase (decrease) in accounts payable
Increase (decrease) in accrued liabilities
Increase (decrease) in due to other funds

Net cash provided by (used for) operating activities

Reconciliation of total cash and cash investments
Cash and cash equivalents
Restricted cash and cash equivalents

Total cash and restricted cash

Supplemental information

The Housing Authority forgave $43,499 of interest receivable from Canyon View
Partners, LLC in exchange for an additional $43,499 equity interest.

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS.

9

Public
Discretionaty Housing
$ 191,484 $ 361,152
302,892 562,062
(236,137) (343,494
(28,016) (671,248)
230,223 (91,528)
(3,737) (369,636)
1,347
35,697
358,717
(101,034
(759,803)
(193,510)
(1,022,387) (9,572)
9,803
69,252
501,775
196,827 4,997
777,657 4,997
(14,507) (96,103)
65,535 259,445
$ 51,028 § 163342
$ 93847 §  (447,540)
33,631 378,940
(33,249) 872
124,729 47,393
1,286
1,199 (55,064)
(7,923) (17,304)
2,011 111)
15,978
$ 230,223 $ (91,528)
$ 46,833 $ 100,677
4,195 62,665
$ 51,028 $ 163,342




[
s

Totals
Lookout As Restated
Vouchers Pointe 2005 2004
$ 4,056,719 $ 4,609,355 $ 4,858,776
19,023 $ 584,648 1,468,625 1,287,296
(3,789,369) 26,578 (3,762,791) (3,924,059
(70,258) (242,856) (892,745) (1,043,211)
(469,577) (155,029) (1,323,870) {935,480)
(253,462) 213,341 98,574 243,322
(95,872) (13,561) (482,806) (481,512)
1,347 205,285
35,697 825,700
358,717 487,680
(69,967) (171,001) (125,837)
(759,803) (503,063)
(128,347) (321,857) (296,583)
(95,872) (211,875) (1,339,706) 111,670
9,803 9,326
69,252 59,515
(900,246)
14,622 779 217,225 186,486
14,622 779 296,280 (644,919)
(334,712) 2,245 (443,077) (289,927)
1,042,595 262,360 1,630,435 1,920,362
$ 707,883 $ 265,105 $ 1,187,358 $ 1,630,435
$ 41322 $ 123380 $  (188991) $  (258,612)
8,258 114,630 535,459 512,446
24,999 (7,378) 78,260
(391) 171,731 (132,753)
750 2,036 7,981
346 (53,519) 44,094
(325,366) 1,535 (349,058) 8,213
(2,349) 790 341 (23,373)
(672) (27,353) (12,047) 7,066
$ (253,462) $ 213,341 $ 98,574 $ 243322
$ 707,883 $ 44,267 $ 899,660 $ 1,406,608
220,838 287,698 223,827
$ 707,883 $ 265,105 $ 1,187,358 $ 1,630,435
10
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Provo City Housing Authority ("The Housing Authority") have been
prepared in conformity with generally accepted accounting principles (GAAP) as applicable to
government units in the United States of America. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial
reporting principles.  Propretary funds apply Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before November 30,
1989, unless those pronouncements conflict or contradict GASB pronouncements, in which case
GASB prevails. The more significant government accounting policies followed by the Housing
Authority are described below.

The Housing Authority accounts for its operations in enterprise funds, similar to a private business
enterprise. The intent of the governing body is that the costs of providing goods and setvices to the
public on a continuing basis be financed or recovered primarily through charges for services and
contributions from the U.S. Department of Housing and Urban Development.

Reporting Entity

The Housing Authority has one component unit (as determined by GASB 39), Lookout Pointe
Management, Inc., described in Note 13. The activity of Lookout Pointe has been included in the
financial statements of the Housing Authority. The Housing Authotity is not a component unit of
Provo City Corporation. While the Board of Commissioners is selected by the Mayor and approved
by the City Council, there is no financial interdependency. Once appointed, the Board of
Commissioners exercises all oversight responsibility including but not limited to matters of personnel,
management, finances, and budget. The Board of Commissioners and executive branch consist of the

following:
Board of Commissioners Term Expiration.
Gregory A. Hudnall Chairperson June 30, 2009
Marvin Watt Vice Chairperson June 30, 2009
Julia Jacobs Commissioner June 30, 2009
Kathy Froerer Commissioner June 30, 2008
Phillip Kunz Commissioner June 30, 2006
Cindy Richards Commissioner June 30, 2007

Douglas J. Catlson Secretary
Executive Branch

Douglas J. Catlson Executive Director

11




PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues and
expenditures are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus

applied.

Basis of Presentation

The financial statements report information on all of the activities of the Housing Authority. The
Housing Authority segregates transactions related to certain functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance. The effect of interfund
activity has been removed from the total column in these statements.

Propretary funds are accounted for using the economic resoutces measurement focus and the accrual
basis of accounting. The accounting objectives are determinations of net income, financial position
and cash flow. Under the accrual basis of accounting, revenues are recognized when earned, and
expenses are recognized at the time the liability is incutred. All assets and liabilities are included on the
Statement of Net Assets.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing setvices and producing and delivering goods or
services in connection with a proprietary fund’s principal ongoing operations. Operating expenses for
the proprietaty funds include the cost of personal and contractual services, materials and supplies, and
depreciation of capital assets. All revenues and expenses not meeting this definition ate repotted as
non-operating revenues and expenses.

Budgeting

The Housing Authority’s governing board adopts a budget for each fiscal year ptior to the beginning
of each year. These budgets are amended during the fiscal year as the Boatd deems necessary to
accommodate cutrent operations and ate accepted by official vote of the Boatd.

Capital Assets

Property and equipment are stated at cost. Depreciation is computed using the straight-line method
over the estimated useful lives of the assets (equipment 3-10 years, improvements 15 years, and

buildings 40 years).

12
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets (continued)

When assets are retired or otherwise disposed of, the cost and related accumulated depreciation are
removed from the accounts, and any resulting gain or loss is reflected in the income for the period.
The cost of maintenance and repairs is chatged to income as incurred; significant tenewals and
betterments are capitalized.

The Housing Authority capitalizes all capital expenditures in excess of $350, except tenant equipment,
such as fridges and ranges, which are always capitalized for inventory purposes.

Compensated Absences

Full-time, permanent employees ate granted vacation benefits in varying amounts. Sick leave accrues
to full-time permanent employees to specified maximums. Employees are entitled to a percentage of
their sick leave balance and all accrued vacation leave upon termination. The amounts ate charged to
an expense and a corresponding liability.

Equity Method Investments

Net equity interest in joint ventures is reported on the statement of net assets as investments in tax
credit programs. The Housing Authotity's share of net income or loss, as calculated in accordance
with the joint venture agreement, is reported as a line item in the operating statement.

Cash and Investments

Cash consists of amounts in demand deposits and certificates of deposit. The Housing Authortity
considers all highly liquid investments maturing within three months to be cash equivalents. Cash
balances are invested to the extent available. Investments include obligations of the U.S. Treasury,
commercial paper, corporate bonds and purchase agreements. Investments ate stated at cost, which
approximates fair market value.

Short-term Interfund Receivables/Payables

During the course of operations, transactions occur which result in amounts owed to a particular fund
by another fund, other than for goods provided or setvices rendered. These receivables and payables
are due within a year and are classified as “due to and due from other funds” on the Statement of Net
Assets. These amounts have been eliminated in the total column.

13
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets,
net of related debt consist of capital assets net of accumulated depreciation, reduced by the
outstanding balances of any borrowing used for the acquisition, construction or improvements of
those assets, and adding back unspent proceeds. Net assets are reported as restricted when there are
limitations imposed on their use either through the enabling legislation adopted by the Housing
Authority or through external restrictions imposed by creditors, grantors or laws or regulations of
other governments. The Housing Authority first utilizes restricted resources to finance qualifying
activities.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Reclassification

Certain accounts in the prior year financial statements have been reclassified for comparative
purposes to conform to the presentation in the current year financial statements. The amounts
reclassified are not material to the financial statements.

NOTE 2 — CASH AND CASH EQUIVALENTS

The Housing Authority’s deposits and investing are governed by the Utah Money Management Act
(Utab Code, Title 51, Chapter 7) and rules of the State of Utah Money Management Council.

Custodial Credit Risk — Deposit

The custodial credit risk for deposits is the risk that in the event of a bank failure, the Housing
Authority’s deposits may not be recovered. The Money Management Act requires deposits be in a
qualified depository as any financial institution whose deposits ate insured by an agency of the
federal government and which has been certified by the State Commissioner Financial Institutions as
meeting requirements of the Act and adhering to the rules of the Utah Money Management Council.

The deposits in the bank in excess of the insured amount are uninsured and uncollateralized.
Deposits are not collateralized nor are they required to be by state statute. As of September 30,
2005, $958,515 of the Housing Authority’s bank balance of $1,258,515 is exposed to custodial credit
tisk as uninsured and uncollateralized. The carrying amount of the deposits at September 30, 2005 is
$1,170,919.

14




PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 2 — CASH AND CASH EQUIVALENTS (CONTINUED)

Investments

The Money Management Act defines the types of securities authorized as appropriate investments
and the conditions for making investment transaction. Investment transaction may be conducted
only through qualified depositoties, certified dealers, or directly with issuers of investment securities.

The Act authorizes investments in both negotiable and nonnegotiable deposits of qualified
depositories and permitted negotiable depositories; repurchase and reverse repurchase agreements;
commercial paper that is classified as “first tier” by two nationally recognized statistical rating
organizations, one of which must be Moody’s Investors Setvices or Standard & Poor’s; bankers’
acceptances; obligations of the United States Tteasury including bills, notes, and bonds; obligations,
other than mortgage derivative products, issued by U.S. government sponsored enterprises (U.S.
Agencies) such as the Federal Home Loan Bank System, Federal Home Loan Mortgage Corporation
(Freddie Mac), Federal National Mortgage Association (Sallie Mae); bonds, notes, and other
evidence of indebtedness of political subdivisions of the State; fixed rate corporate obligations and
variable rate securities rated “A” or higher, or the equivalent of “A” or higher, by two nationally
recognized statistical rating organizations; and shares or certificates in a money market mutual fund
as defined in the Act.

The Housing Authority’s investments at September 30, 2005 are presented below:

Investment Maturities (in years)

Less More
Investment Type Fair Value Than 1 1-5 6-10 . Than 10
Debt Securities ,
Utah Public Treasurer's
Investment Fund $ 8120 $ 8,120
Government National
Mortgage Association 2,103,160 $ 2,103,160
Muncipal Bond Insurance
Association 62,271 62,271
Total Debt Securities $ 2,173,551 $ 8120 $ 2,165,431

Interest Rate Risk — Investments
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment.

15
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 2 — CASH AND CASH EQUIVALENTS (CONTINUED)

The Housing Authority’s policy for managing interest rate tisk is to comply with the State’s Money
Management Act. Section 51-7-11 of the Act requites that the remaining term to matutity of
investments may not exceed the period of availability of the funds to be invested. The Act further
limits the remaining term to maturity on all investments in commercial paper, bankers’ acceptances,
fixed rate negotiable deposits, and fixed rate corporate obligations to 270-365 days or less. In
addition, variable rate negotiable deposits and variable rate securities may not have a remaining term
to final maturity exceeding two years.

Credit Risk of Debt Securities

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Housing Authority follows the Money Managements Act as previously discussed as
its policy for reducing exposure to investment credit risk.

The Housing Authority’s investments and quality ratings at September 30, 2005 are presented below:

Quality Ratings
Fair
Investment Type Value AAA AA A Untrated

Utah Public Treasurer's

Investment Fund $ 8,120 $ 8,120
Government National

Mortgage Association 2,103,160 2,103,160
Muncipal Bond Insurance

Association ‘ 62,272 $ 62,272

Total investments $ 2173552 $ 62272 _ $ 2111280

Custodial Credit Risk — Investments

Custodial credit risk for investments is the tisk that, in the event of a failure of the counter party, the
Housing Authority will not be able to recover the value of the investment or collateral securities that
are in the possession of an outside party. The Housing Authority does not have a formal policy for
custodial credit risk.

Most of the Housing Authority’s investments at September 30, 2005 were with Government
National Mortgage Association (GNMA), which are federal government mortgage backed securities.
The investments are held in a Zion’s Bank Corporate Trust account, of which $100,000 is covered by
FDIC insurance.

Concentration of Credit Risk — Investments
Concentration of credit risk is the risk of a loss attributed to the magnitude of a government’s
investment in a single issuer.

16
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 2 — CASH AND CASH EQUIVALENTS (CONTINUED)

The Housing Authority’s policy for reducing this risk of loss is to comply with the Rules of the
Money Management Council. Rule 17 of the Money Management Council limits investments in a
single issuer of commercial paper and corporate obligations to between 5 and 10 percent depending
upon the total dollar amount held in the portfolio. The Money Management Council limitations do
not apply to securities issued by the U.S. government and its agencies.

Most of the Housing Authority’s investments at September 30, 2005 were with GNMA, which are
federal government mortgage backed securities, and therefore, are not categonized as to
concentration of credit risk.

NOTE 3 — CAPITAL ASSETS

Changes in capital assets are as follows

10/1/04 Additions Disposals 9/30/05
Land - not being depreciated $ 3095535 $§ 47535 $ 3,143,070
Buildings 14,926,058 416,916 15,342,974
Equipment 791,695 18356 (43,015) 767,036
Accumulated depreciation (7,714,240 (532,127) 34,852 (8,211,515) '
Net capital assets § 11,099,048 § (493200 § (8,163) § 11,041,565

NOTE 4 — LONG TERM DEBT

The Authority issued Multifamily Housing Revenue Bonds Issue 1997. These bonds consist of two
term bonds. The first issue was $1,875,000 at 5.80%, maturing July 2022 and the second issue was
$665,000 at 6%, maturing July 2008, for a total of $2,540,000. The Lookout Pointe real estate is
collateral for the bond payable. The bond proceeds were invested in GNMA and MBIA government
bonds. The fair value at September 30, 2005 was $2,165,432.

During the 2000 fiscal year, the Authority entered into an agreement with Wasatch Mental Health, to
putchase Wasatch Mental Health’s equity in a 24 unit apartment complex. The total purchase was

funded with tax credit monies and payment of initial costs, by Wasatch Mental Health. The Authority
acquired Wasatch Mental Health’s equity by issuance of a note for $533,056 at 5% interest, payable in
full, April 2030. The Authority then sold the apartment complex to-Mapleview Apartments II, L.L.C,,

17
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 4 — LONG TERM DEBT (CONTINUED)
an entity in which the Authority is the managing member (See Note 12). The Authority has a

recetvable from Mapleview Apartments II, LL.C,, for the same amount and terms as the note payable
to Wasatch Mental Health. The note is secured by the building.

On July 8, 1997 Lookout Pointe Management, Inc., enteted into an agteement with Capstone Realty to
refinance the Lookout Pointe apartment complex mortgage. The principal loan amount was
$2,540,000 with an annual interest rate of 6.1%, consisting of 300 monthly payments of $16,526 which
includes $4,491 in tax, insurance and replacement reserves. At the closing of the refinance, $488,875
was placed in replacement resetves. The Capstone mortgage is collateralized by the GNMA and
MBIA government bonds, which are owned by the Housing Authority.

On May 10, 2000 the Housing Authority entered into an agreement with Provo City Redevelopment
Agency to finance the land acquisition for the Canyon View eldetly housing project. The loan from
the Redevelopment Agency is $512,234 at 0% interest, payable in full in August 2032, secured by the
land. The Housing Authority sold the property to Canyon View Partners, LLC, a tax credit project in
which they are the managing member (see Note 12). The Housing Authority is financing the sale to
Canyon View Partners, LLC, with a note for $512,234 at 5.98% interest, payable in full in August
2032, secured by the land.

On October 23, 2002, the Housing Authority entered into an agreement with Provo City
Redevelopment Agency to finance the renovation of two apattment buildings in Provo, Utah. The
construction loan from the Redevelopment Agency is $352,761 at 3% interest. Payments are
scheduled 60 days after the receipt of the Certificate of Occupancy from Provo City. The loan is
secured by the land and building.

In February 2004, the Housing Authority entered into a loan agreement with Provo City to use
Community Development Block Grant funds for the Maeser School Apartment Project. The loan of
$200,000 will be repaid over a petod of thirty (30) years and bears no interest. Repayments are
expected to begin in the year 2013. The loan is secuted by the land.

In April 2005, the Housing Authority entered into a loan agreement with the Utah Valley Consortium
of Cities and County to use HOME programs funds for the Maeser School Apartment Project. The
loan of $300,000 bears no interest and will be repaid from the projects available cash flow over a
period of thirty (30) years with a sixteen (16) year call. Repayments are expected to begin in the year
2013. The loan is secured by the land.
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 4 — LONG TERM DEBT (CONTINUED)

The following is a schedule of long-term debt maturities by year:

Debt
Year Principal Interest
2006 % 183,228 § 279,027
2006 198,651 269,255
2007 204,519 258,587
2008 220,737 247,463
2009 227,326 235,674
2010-2014 1,393,478 976,015
2015-2019 1,878,724 554,298
2020-2024 1,057,689 104,257
2025-2029 329,010 25,647
2030-2034 116,148 2,201
2035-2039 83,334
2040-2044 50,000
Total 5,942,844 2952424
Less curtrent portion (183,228) (279,027)

Total long-term debt ~ § 5,759,616 § 2,673,397

Long-term liability activity for the year ended September 30, 2005 is summarized as follows

Balance Balancé Due within
10/1/04 Additions Reductions 9/30/05 one year
Discretionary
Wasatch Mental Health $ 495158 $ 9803 § 485355 § 10,305
Supportive Housing 305,305 $ 35,697 13,961 327,041 11,493
Multifamily Revenue Bonds 2,175,000 70,000 2,105,000 70,000
Canyon View 476,736 17,073 459,663 17,074
Maeser Project 500,000 500,000
Lookout Pointe
PFC Mortgage Payable 2,135,752 69,967 2,065,785 74,356
Total $ 5,587,951 $ 535,697 $ 180804 § 5942844 § 183,228
19
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 5 — ECONOMIC DEPENDENCY

Approximately 87% of the Housing Authority's revenue for operations is provided by one federal
government agency - The Department of Housing and Urban Development.

NOTE 6 — PRIOR PERIOD ADJUSTMENTS

Prior period adjustments for the 2005 fiscal year consist of adjustments made by HUD, to FSS
expenses charged to prior years which have either been recomputed or have been refunded to the
Housing Authority. The amounts are $872 for Public Housing, $24,999 for Vouchers, and ($33,249)
for Discretionary.

NOTE 7 — INTERFUND ASSETS AND LIABILITIES

The individual funds with interfund receivable/payable balances at September 30, 2005 and the
balances related to Lookout Pointe at December 31, 2005 are as follows:

September 30, 2005 December 31, 2005
Receivable Payable Receivable Payable
Discretionary $ 119,826
Public Housing $§ 243132 $ 39,567
Vouchers 39,933
Lookout Pointe 83,373 $ 39,567
Total § 243132 $ 243132 $ 39,567 $ 39,567

The interfund receivable/payable has been eliminated in the total column on the Statement of Net
Assets.

NOTE 8 — RETIREMENT PLANS

The Housing Authority contributes to the Local Governmental Contributory Retirement System and
the Local Governmental Noncontributory System. These retirement systems are a cost-sharing
multiple-employer defined benefit pension plan administered by the Utah Retirement Systems
(Systems). The Systems provide retirement benefits, annual cost of living allowances, death benefits
and refunds to plan members and beneficiaries in accordance with retirement statutes established and
amended by the State Legislature.

The Systems are established and governed by the respective sections of Chapter 49 of the Utah Code
Annotated 1958 (Chapter 49) as amended, which also establishes the Utah State Retirement Office
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 8 — RETIREMENT PLANS (CONTINUED)

(Office) for the administration of the Utah Retirement Systems and plans. Chapter 49 places the
Systems, the Office and related plans and programs under the direction of the Utah State Retirement
Board (Board) whose members are appointed by the Governor. The Systems issue a publicly available
financial report that includes financial statements and required supplementary information for the
Systems and Plans. A copy of the report may be obtained by writing to the Utah Retirement System,
540 East 200 South, Salt Lake City, Utah 84102 or by calling 1-800-365-8772.

Under the contributory system, the Authority paid both the employer and employee portions of the
required plan contributions for eligible employees totaling 13.08% for the fiscal year. Under the
noncontributory system the Authority contributed 11.09% of eligible employees’ earnings for the fiscal
year. The contribution rates are actuarially determined rates and are approved by the Board as
authotized by Chapter 49. The Executive Director has the option of not being covered under this
plan. He may have the Housing Authority’s retirement contributions made to a qualified retirement
plan of his choice.

The Housing Authority’s contributions to the various systems for the years ending September 30,
2005, 2004 and 2003 respectively were; for the Contributory System $11,928, $13,809, and $15,514;
and $68,563, $59,452, and $48,761, for the Noncontributory System, respectively. The contributions
were equal to the required contributions for each year.

The Authority also participates in a 401A retirement plan administered by ICMA. This plan meets the
requirements of a qualified plan under section 401A of the Internal Revenue Code and covers all
eligible employees. Under the plan, the Authority contributes 12.88% of eligible earnings for
employees. The Authority’s expenditures for this plan for the 2005 fiscal year was $83,116, with a
covered payroll of $788,368. Employees are 100% vested in all contributions made to this plan. As
noted above, the Executive Director may have contributions made to the 401A plan in lieu of the
Utah State Retirement System. Additional contributions in the amount of $9,236 were made to the
plan under this option.

NOTE 9 — DEFERRED COMPENSATION PLAN

Provo City Housing Authority offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The plan, available to all eligible employees,
permits them to defer a portion of their salary until future years. The deferred compensation is not
available to employees until termination, retirement, death, or unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with those

amounts, and all income attributable to those amounts, property, or rights are held in trust for the
exclusive benefit of the participants or their beneficiaries by Utah Retirement Systems.
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 10 — RELATED PARTY TRANSACTIONS

Provo City Housing Authority maintains all of the accounting records for Provo Westgate, Crimson
Court, Maple View Apartments II, Canyon View Partners, and Provo Crown I. All revenues are
deposited into the Housing Authority's accounts and all expenses are paid by Provo City Housing
Authority checks. A receivable or payable is maintained in Discretionary Housing for each account
showing the amounts that are due to or from each entity. At September 30, 2005, there were no
amounts due among the entities. See note 12 for additional information about the entities.

NOTE 11 — CONTINGENT LIABILITY

Provo City Housing Authority is obligated for the loan to Provo City Redevelopment Agency for
Provo Westgate Apartments, L.C. (as referred to in Note 12) if Provo Westgate defaults on the loan.
The loan is in Provo Housing's name but was transferred to Provo Westgate upon the establishment
of the limited liability company.

NOTE 12 — EQUITY INTEREST IN JOINT VENTURES

The Housing Authority is a party to a joint venture with Wells Fargo Bank. The joint venture, Provo
Westgate Apartments, L.C., was created to provide low-income housing for the clientele of The Center
for Women and Children in Cnsis. Provo City Housing Authority, a one-percent member, is the
managing member in the limited liability company and manages the rental units. Summarized
information for the entity is as follows:

Assets $ 516,377
Liabilities (157,549)
Equity $ 358,828
Revenues $ 53,660
Expenses before depreciation 43,450
Net income before depreciation 10,210
Depreciation (31,710)
Net loss $ (21,500)

The Housing Authority's capital account equaled $328,134 on December 31, 2005.
On December 31, 2005, Provo Westgate Apartment, LC was obligated for mortgage loans in the

amount of $97,534 to Provo City Redevelopment Agency at 0% interest and $43,696 to Wells Fargo
Bank at 8.53% interest.
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
Scptember 30, 2005

NOTE 12 — EQUITY INTEREST IN JOINT VENTURES (CONTINUED)

The Housing Authority is also a party to a joint venture with Zion’s Bank. The joint venture, Crimson
Court, L.C., was created to provide low-income housing to residents of Provo, Utah. The Housing
Authority, a one-percent member, is the managing member in the limited liability company and
manages the rental units. Summarized information for the entity is as follows:

Assets $ 408,722
Liabilities (192,761)
Equity $ 215,961
Revenues $ 42272
Expenses before depreciation (25,085)
Net income before depreciation 17,187
Depreciation (24,129)
Net loss $ (6,942)

The Housing Authority's capital account equaled $54,956 on December 31, 2005.

On December 31, 2005, Crimson Court, L.C. was obligated for a mortgage loan in the amount of
$181,348 to Provo City Redevelopment Agency at 0% interest.

The Housing Authority is also 2 party to a joint venture with American Express Financial Services.
The joint venture, Provo Crown I, was created to provide low-income housing with a rent to own
option. The homes will be rented for fifteen years and then sold to the renters. The Housing
Authority, a one-percent member, is the managing member in the limited liability company and
manages the rental units. Summarized information for the entity is as follows:

Assets $ 654,571
Liabilities (330,320)
Equity $ 324,251
Revenues $ 36,702
Expenses before depreciation (29,056)
Net income before depreciation 7,646
Depreciation (25,598)
Net loss $ (17,952)
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 12 — EQUITY INTEREST IN JOINT VENTURES (CONTINUED)
The Housing Authority's capital account equaled $31,487 on December 31, 2005.

On December 31, 2005, Provo Crown I was obligated for a fifteen year defetred payment loan in the
amount of $156,000 to Provo City Redevelopment Agency at 0% interest and $163,721 to Utah
Housing Finance at 8% interest.

The Housing Authority is also a patty to a joint venture with JP Morgan Capital Corporation. The

joint venture, Mapleview Apartments II, LL.C., was created to provide low-income housing to
mentally ill individuals. The Housing Authority, a one-tenth of one-petcent member, is the
managing member in the limited liability company and manages the rental units. Summarized
information for the entity is as follows:

Assets $ 1,326,310
Liabilities (538,687)
Equity $ 787,623
Revenues $ 137,147
Expenses before depreciation (94,234)
Net income before depreciation 42913
Depreciation (60,841)
Net loss $ (17,928)

The Housing Authority’s capital account equaled $330 on December 31, 2005.

On December 31, 2005, Mapleview Apartments I, LL.C., was obligated for a thirty year note in the
amount of $482,826 to Provo City Housing Authority at 5% interest.

The Housing Authority is also a party to a joint venture with JP Morgan Capital Cotporation and
American Express Utah Equity Fund. The joint venture, Canyon View Partners LLC, was created to
provide low-income housing to the elderly. The Housing Authority, a one-tenth of one-percent
member, is the managing member in the limited liability company and manages the entity.
Summarized information for the entity is as follows:
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PROVO CITY HOUSING AUTHORITY
‘Notes to Financial Statements
September 30, 2005

NOTE 12 — EQUITY INTEREST IN JOINT VENTURES (CONTINUED)

Assets $ 2,795,100
Liabilities (1,194,009)
Equity $ 1,601,091
Revenues $ 178,914
Expenses before depreciation (166,883)
Net income before depreciation 12,031
Depreciation (98,855)
Net loss $ (86,824)

The Housing Authority’s capital account equaled $96,205 at December 31, 2005.

On December 31, 2005 Canyon View Partners was obligated for a thirty year loan in the amount of
$512,234 to the Housing Authority at 5.98% interest. They are obligated for a thirty year HOME
loan in the amount of $166,321 from Provo City Redevelopment Agency at 3% interest. They are
obligated for a thirty year loan in the amount of $188,696 from the Olene Walker Housing Trust
Fund at 2% interest. They are obligated for a fifteen year loan in the amount of $233,677 from Utah
Community Reinvestment Corporation.

The Housing Authority, as the managing member of the joint ventures, is responsible for the day to .
day operations. They are also responsible to insure the entities comply with tax credit regulations
required by the Internal Revenue Code.

NOTE 13 — LOOKOUT POINTE

Lookout Pointe Management, Inc. was incorporated under the State of Utah Nonprofit Corporation
and Co-operative Association Act on March 14, 1997. Prior to this time, it was operated as part of
the Housing Authority. Lookout Pointe is a blended component unit of Provo City Housing
Authority. Lookout Pointe is a calendar year reporting entity. The financial data reported in the
Housing Authority’s financial statements is reported as of December 31, 2005. Lookout Pointe was
formed with the intention of operating as an organization that would qualify as 2 corporation
described in Section 501(c)(3) of the Internal Revenue Code. The Internal Revenue Service has
approved Lookout Pointe’s 501(c)(3) exemption. Separately issued financial statements of Lookout
Pointe Inc., are available from the Housing Authority.
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 14 — RiISK MANAGEMENT

The Housing Authority is exposed to various fisks of loss related to torts; theft of, damage to, and
destruction of assets, etrors and omissions, workers compensation risks, and natural disasters for
which the Housing Authority carries commercial insurance and commercial workers’ compensation
insurance. There were no significant reductions in coverage from the prior year, and settlement
claims resulting from these risks have not exceeded commercial insurance coverage in any of the
past three years.

NOTE 15 — CONSTRUCTION COMMITMENT

The Housing Authority has begun construction and renovation on the histotic Maeser Building. The
work began in July 2003 and it is expected that construction will be completed by November 2006.
Estimated costs on the project are $4,300,000. The project will provide housing to the elderly.

NOTE 16 — NET ASSETS

Net assets at December 31, 2005 consisted of the following:

Public Housing Vouchers  Discretionaty  Lookout Pointe
Invested in capital assets, net of related debt:

Property, plant, and equipment, net $ 7,700,511 $ 161,417 $ 1,202,661 $ 2074712

Outstanding debt issued to construct capital assets (327,042) (2,074,712)
Total invested in capital assets, net of related debt $ 7,700,511 $ 161,417 $ 875,619 $ -0 -
Restricted net assets:

GNMA and MBIA debt reserves $ 2,145,949

less outstanding debt (2,145,949)

Restricted in escrow reserves 3 181,762
Total restricted net assets ‘ $ -0 - $ -0 - $ -0 - $ 181,762 .
Unrestricted net assets (deficit): $ 297,566 $ 425326 $ 1,130,409 $ (40,620)
Total net assets $ 7,998,077 $ 586,743 $ 2,006,028 $ 141,142
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PROVO CITY HOUSING AUTHORITY
Notes to Financial Statements
September 30, 2005

NOTE 17 — SUBSEQUENT EVENT

In November 2005, the Housing Authority’s Board of Commissioners created the Provo Non-Profit
Housing Development Corporation (PNPHD). The PNPHD was formed with the intention of
operating as an organization that would qualify as a corporation desctibed in section 501(c)(3) of the
Internal Revenue Code. The Internal Revenue Service has approved the PNPHD’s 501(c)(3)
exemption. It is the intent of the board that the PNPHD will be the manager of the Maeser tax
credit project when it becomes operational and will be responsible for the day to day operations and
the tax credit compliance requirements. It is anticipated that the project will be operational in 2006.
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PROVO CITY HOUSING AUTHORITY
DISCRETIONARY
Statement of Net Assets
September 30, 2005
With Comparative Totals for September 30, 2004

ASSETS
2004
Current assets 2005 As Restated
Cash and cash equivalents $ 46,833 $ 65,535
Receivables 71,743 163,223
Due from other funds 1,199
Interest receivable 19,096 22,500
Current portion note receivable 10,434 9,803
Other current assets 93,284 94,082
Total current assets 241,390 356,342
Net capital assets 1,202,661 1,232,556
Noncurrent assets
Investment in MBIA bonds 62,272 62,613
Investment in GNMA bonds 1,990,393 2,152,588
Interest recetvable Canyon View Partners, LL.C 55,169 99,681
Tenant security deposits ' 4,195
Maeser school project 1,009,892 1,177,945
Note receivable Mapleview LLC 485,354 495,158
Note receivable Canyon View Partners, LLC 512,234 512,234
Equity investments tax credit projects 511,112 468,181
Less current portion note receivable (10,434) (9,803)
Total noncurrent assets 4,620,187 4,958,597
Total assets S 6,064,238 $ 6,547,495
LIABILITIES
Current liabilities
Accounts payable $ 29,523 S 37,446
Interest payable 25,982 47,336
Tenant security deposits 4,195 3,525
Deferred revenues 1,625 284
Due to other funds 119,826 103,848
Note payable Provo School District 240,000
Note payable ESI.C. 510,000
Current portion notes payable 27,379 26,877
Current portion long term debt 81,493 82,036
Total current liabilities 290,023 1,051,352
Noncurrent liabilities
Note payable Wasatch Mental Health 485,354 495,158
Note Payable Maeser School Project 500,000
Long term debt 2,891,705 2,957,042
Less current portion (108,872) (108,913)
Total noncurrent liabilities 3,768,187 3,343,287
Total hiabilities $ 4,058,210 $ 4,394,639
NET ASSETS
Invested in capital assets, net of related debt ) 875,619 $ 927,251
Unrestricted 1,130,409 1,131,523
Total net assets $ 2,006,028 $ 2,058,774
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. PROVO CITY HOUSING AUTHORITY
DISCRETIONARY
. Statement of Revenues, Expenses and Changes in Net Assets
Budget and Actual
- For the Year Ended September 30, 2005
= With Comparative Totals for the Year Ended September 30, 2004
- 2005 2004
. Variance
Favorable
N Budget Actual (Unfavorable) As Restated
Operating revenues
- HUD contributions $ 147,730 $ 191,484 $ 43,754 $ 156,629
Management fees 18,500 23,689 5,189 51,233
. Dwelling rents 98,320 111,702 13,382 106,230
o Other fees and services 40,232 40,232
- Total operating revenues 264,550 367,107 102,557 314,092
. Operating expenses
General 242,073 239,629 2,444 189,288
. Depreciation 33,631 (33,631) 32,201
Total operating expenses 242073 273,260 (31,187) 221,489
- Operating income 22,477 93,847 71,370 92,603
. Nonoperating income (expense)
Interest income 131,000 192,410 61,410 217,189
. Interest expense (153,477) (172,156) (18,679) (186,821)
‘ Equity investments (564) (564) (355)
. Loss on sale of Maeser/Franklin project (166,283) (166,283) (186,557)
. Total nonoperating expense (22477) (146,593) (124,116) (156,544)
Net loss (52,746) ~ $ (52,746) (63,941)
- Change in Net Assets
! Net assets - beginning of year
as previously reported 2,092,023 2,092,023 2,122,715
Cumulative effect of prior period adjustment (33,249)
Net assets - beginning of year as restated 2,092,023 2,058,774 2,122,715
Net assets - end of year $ 2,006,028 § 2,006,028 $ 2,058,774

NOTE: IN THIS FUND THE HOUSING AUTHORITY ONLY ESTABLISHES
BUDGETS FOR HUD PROGRAMS. 29
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PROVO CITY HOUSING AUTHORITY
DISCRETIONARY
Statement of Cash Flows
For the Year Ended September 30, 2005

With Comparative Totals for the Year Ended September 30, 2004

Cash flows from operating activities
HUD contributions
Management fees
Dwelling rents
Payments to employees
Payments to suppliers
Net cash provided by operating activities

Cash flows from capital and related financing activities
Acquisition and construction of capital assets
Interest paid on debt
Proceeds from issuance of debt
Proceeds from sale of capital assets
Principal payments on debt
Prncipal payments on notes payable
Net cash provided by (used for) capital and related financing activities

Cash flows from investing activities
Payments received on note receivable
Interest income
Investment in MBIA and GNMA bonds
Investment in tax credit projects
Net cash provided by (used for) investing activities

Net changes in cash and cash equivalents

Cash and cash equivalents October 1
Cash and cash equivalents September 30

Reconciliation of change in net assets to net cash from operations
Operating income
Adjustments to reconcile change in income to net
cash provided by operating activities
Depreciation
Prior period adjustment
Increase/decrease in
Accounts receivable
Due from other funds
Accouats payable
Accrued liabilities
Deferred revenues
Due to other funds
Net cash provided by operating activities

Supplemental information

The Housing Authority forgave $43,499 of interest receivable from Canyon View
Partners, LLC in exchange for an additional $43,499 equity interest.

30

2005 2004
S 191484 $ 97,702
189,849 51,233
113,043 105,394
(28,016) (25,899)
(236,137) (45,169)
230,223 183,261
(3,737) (63,971)
(193,510) (164,107
35,697 825,700
201,268
(101,034) (60,000)
(759,803) (503,063)
(1,022,387) 235,827
9,803 9,326
196,827 176,508
69,252 59,515
501,775 (900,246)
777,657 (654,897)
(14,507) (235,809)
65,535 301,344
$ 51,028 $ 65535
$ 93847 $ 92,603
33,631 32,201
(33,249)
124,729 (58,927)
1,199 7,406
(7,923) 24,261
670 (225)
1,341 (836).
15,978 86,778
$ 230223 $ 183261




PROVO CITY HOUSING AUTHORITY
VOUCHERS
Statement of Net Assets
September 30, 2005
With Comparative Totals for September 30, 2004

ASSETS
2004
Current assets 2005 As Restated
Cash and cash equivalents $§ 707,883 $ 1,042,595
Accounts receivable 346
Total current assets 707,883 1,042,941
Net capital assets 161,417 73,803
Total assets $ 869,300 $ 1,116,744
LIABILITIES
Current liabilities
Accrued liabilities $ 25,149 $ 21,801
FSS escrow 177,969 182,369
HUD payable 34,782 335,149
Due to other funds 39,933 40,605
Total current liabilities 277,833 579,924
Noncurrent liabilities
Compensated absences 4,724 6,021
Total noncurrent liabilities 4,724 6,021
Total liabilities $ 282557 $ 585945
NET ASSETS
Invested in capital assets, net of related debt $ 161417 $ 73,803
Unrestricted 425,326 456,996
Total net assets $ 586,743 $ 530,799
31



PROVO CITY HOUSING AUTHORITY

VOUCHERS

Statement of Revenues, Expenses and Changes in Net Assets

Budget and Actual

For the Year Ended September 30, 2005
With Comparative Totals for the Year Ended September 30, 2004

Operating revenues
HUD annual contribution
HUD administrative fee
Recovery funds
Total operating revenues

Operating expenses
Housing assistance payments
Administration
General
Depreciation
Total operating expenses

Net operating income (loss)
Nonoperating income (expense)
Interest income
Loss on disposal of equipment
Total nonoperating income (expense)
Net income (loss)
Change in Net Assets
Net assets - beginning of year
as previously reported
Cumulative effect of prior period adjustment

Net assets - beginning of year as restated

Net assets - end of year

NOTE: IN THIS FUND THE HOUSING AUTHORITY ONLY
ESTABLISHES BUDGETS FOR HUD PROGRAMS.

2005 2004
Variance
Favorable
Budget Actual (Unfavorable) As Restated
$ 3,932,206 $ 3,853,005 $ (79,201) $ 3,978,086
437,092 478,736 41,644 443 598
40,000 19,023 (20,977) 13,311
4,409,298 4,350,764 (58,534) 4,434,995
3,887,562 3,789,369 98,193 3,899,060
469,578 471,631 (2,053) 466,508
52,158 40,184 11,974 59,316
8,258 (8,258) 6,742
4,409,298 4,309,442 99,856 4,431,626
41,322 41,322 3,369
14,622 14,622 6,939
(2,145)
14,622 14,622 4,794
55,944 $ 55,944 8,163
505,800 505,800 522,636
24,999
505,800 530,799 522,636
§ 505,800 § 586,743 $ 530,799
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PROVO CITY HOUSING AUTHORITY
VOUCHERS
Statement of Cash Flows
For the Year Ended September 30, 2005
With Comparative Totals for the Year Ended September 30, 2004

Cash flows from operating activities 2005 2004
HUD contributions $ 4,056,719 $ 4,449,717
Other revenues 19,023 13,311
Housing assistance payments (3,789,369) (3,924,059)
Payments to employees (469,577) (395,158)
Payments to suppliets (70,258) (182,412)

Net cash used for operating activities (253,462) (38,601)

Cash flows from capital and related financing activities
Acquisition and construction of capital assets (95,872) (5.972)
Proceeds from sale of capital assets 302

Net cash used for capital and related financing activities (95,872) (5,670

Cash flow from investing activities

Interest income 14,622 6,939
Net cash provided by investing activities 14,622 6,939
Net changes in cash and cash equivalents (334,712) (37,332)

Cash and cash equivalents October 1 1,042,595 1,079,927

Cash and cash equivalents September 30 $ 707,883 $ 1,042,595

Cash and cash equivalents $ 707,883 $ 1,042,595

Total cash and cash equivalents $ 707,883 $ 1042595

Reconciliation of changes in net assets to net cash from operations
Operating income (loss) $ 41,322 $ 3,369
Adjustments to reconcile change in income to net

cash provided by operating activities
Depteciation 8,258 6,742
Prior period adjustments 24,999 26,760
Increase/decrease in
Due from other funds 346 (346)
HUD payable (325,366) 18,806
Accrued liabilities 3,348 3,807
FSS escrow (4,400) 8,755
Due to other funds 672) (107,174)
Compensated absences (1,297) 680
Net cash provided by (used for) operating activities $ (253,462 $  (38,601)
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PROVO CITY HOUSING AUTHORITY
PUBLIC HOUSING
Statement of Net Assets
September 30, 2005
With Comparative Totals for September 30, 2004
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ASSETS

Current Assets

Cash and cash equivalents

Receivables

HUD receivable

Due from other funds

Prepaid insurance

Total curtent assets

Net capital assets

Noncurrent assets
Restricted cash and cash equivalents
Total noncurrent assets

Total assets

LIABILITIES
Current liabilities
Accounts payable
Accrued liabilities
Payment in lieu of taxes
Tenant security deposits
Prepaid rent
FSS escrow
Total current liabilities

Noncurrent liabilities, compensated absences
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt

Unrestricted
Total net assets

34

2004
2005 As Restated
$ 100,677 - $ 197,330
7,326 10,699
38,865 83,757
243,132 188,068
54177 55,463
444177 535,317
7,700,511 7,717,977
62,665 62,115
62,665 62,115
$ 8,207,353 $ 8,315,409
$ 24723 $ 46,267
38,774 32,347
45,775 41,535
62,665 62,115
8,798 5,193
17,935 29,676
198,670 217,133
10,606 9,558
$ 209,276 $ 226,691
$ 7,700,511 $ 7,717,977
297 566 370,741
$ 7,998,077 $ 8,088,718
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PROVO CITY HOUSING AUTHORITY
PUBLIC HOUSING

Statement of Revenues, Expenses and Changes in Net Assets

Budget and Actual
For the Year Ended September 30, 2005
With Comparative Totals for the Year Ended September 30, 2004

2005 2004
Variance
Favorable As
Budget Actual _(Unfavorable) Restated
Operating revenues
HUD operating subsidy $ 317,131 $ 317,132 $ 1 $ 295071
Dwelling rents 550,000 572,569 22,569 525,835
Other fees and services 35,000 36,157 1,157 31,955
Total operating revenues 902,131 925,858 23,727 852,861
Operating expenses
Administration 254,747 313,903 (59,156) 282,433
Tenant services 2,000 1,003 997 2,099
Utilities 114,000 114,272 (272) 112,829
Labor 167,000 134,089 32,911 155,476
Materials 109,000 113,407 (4,407) 95,480
Contract costs 58,000 58,852 (852) 54,738
General 307,600 252,115 55,485 258,070
Non-routine maintenance 9,000 6,817 2,183 10,553
Depreciation 378,940 (378,940) 350,473
Total operating expenses 1,021,347 1,373,398 (352,051) 1,331,151
Operating loss (119,216) (447,540) (328,324) (478,290)
Nonoperating income (expense)
Interest income 4,000 4,997 997 2,393
Loss on disposal of equipment (6,815 (6,815) (5,580)
Total non-operating income (expense) 4,000 (1,818) (5,818 (3,187)
Net income (loss) before contributions (115,216) (449,358) (334,142) (481,477)
Capital contribution HUD grant 358,717 358,717 487,680
Net income (loss) 243,501 (90,641) $ (334,142 6,203
Change in Net Assets
Net assets - beginning of year as previously reported 8,087,846 8,087,846 8,082,515
Cumulative effect of prior period adjustment 872
Net assets - beginning of year as restated 8,087,846 8,088,718 8,082,515
Net assets at end of year $ 7,998,077 $ 7,998,077 $ 8,088,718

NOTE: IN THIS FUND THE HOUSING AUTHORITY ONLY ESTABLISHES
BUDGETS FOR HUD PROGRAMS. 35
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PROVO CITY HOUSING AUTHORITY
PUBLIC HOUSING
Statement of Cash Flows
For the Year Ended September 30, 2005
With Comparative Totals for the Year Ended September 30, 2004

Cash flows from operating activities 2005 2004
HUD contributions $ 361,152 $ 311357
Dwelling rents and other services 562,062 539,597
Payments to employees (343,494) (372,314)
Payments to suppliers (671,248) (639,243)

Net cash used for operating activities (91,528) (160,603)

Cash flows from capital and related financing activities
Acquisition and construction of capital assets (369,636) (391,128)
Proceeds from capital grants 358,717 487,680
Proceeds from sale of capital assets 1,347 3,715

Net cash provided (used) by capital and related financing activities (9,572) 100,267

Cash flow from investing activities

Interest income 4,997 2,393
Net cash provided by investing activities 4,997 2,393
Net changes in cash and cash equivalents (96,103) (57,943)

Cash and cash equivalents October 1 259,445 317,388

Cash and cash equivalents September 30 § 163,342 § 259,445

Cash and cash equivalents $ 100,677 $ 197330

Restricted cash and cash equivalents 62,665 62,115
Total cash and cash equivalents $ 163,342 $ 259445

Reconciliation of change in net assets to net cash from operations
Operating income (loss) $ (447,540 $ (478,290
Adjustments to reconcile change in income to net

cash provided by operating activities
Depreciation 378,940 359,473
Prior period adjustments 872 51,500
Increase/decrease in
Receivables 47,393 (41,879)
Due from other funds (55,064) 37,034
Prepaid insurance 1,286 7,711
Accounts payable (17,304) (59,813)
Accrued liabilities 7,475 (24,810)
FSS Escrow (11,741) (13,925)
Prepaid rent 3,605 (215)
Tenant security deposits 550 2,611
Net cash provided by (used for) operating activities $  (91,528) $ (160,603)
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PROVO CITY HOUSING AUTHORITY

LOOKOUT POINTE
Statement of Net Assets
December 31, 2005

With Comparative Totals for December 31, 2004

ASSETS

2004

Current assets 2005
Cash and cash equivalents $ 44,267 $ 62,822
Rent receivable 4486 4,095
Prepaid property insurance 8,768 8,495
Total current assets 57,521 75,412
Net capital assets 1,976,976 2,074,712
Noncurrent assets
Bond issuance costs, net of amortization 54,978 58,310
Tenant security deposits _ 39,076 38,326
Restrcted cash and cash equivalents 181,762 161,712
Total noncurrent assets 275,816 258,348
Total assets $ 2,310,313 $ 2408472
LIABILITIES
Current liabilities
Accounts payable $ 2,218 $ 683
Accrued liabilities 7,258 8,974
Due to other funds 39,567 66,920
Interest payable 10,501 10,857
Tenant security deposits 39,076 38,326
Prepaid rent 4,766 1,987
Current portion long-term debt 74,356 69,967
Total current liabilities 177,742 197714
Long-term liabilities
Long-term debt 2,065,785 2,135,751
Less current portion (74,356) (69,967)
Total long-term liabilities 1,991,429 2,065,784
Total liabilities $ 2,169,171 $ 2,263,498
NET ASSETS
Restricted
Escrow reserves $ 181,762 $ 161,712
Unrestricted (deficit) (40,620) (16,738)
Total liabilities and net assets $ 141142 $ 144974
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PROVO CITY HOUSING AUTHORITY
LOOKOUT POINTE
Statement of Revenues, Expenses, and Changes in Net Assets

Budget and Actual

For the Year Ended December 31, 2005
With Comparative Totals for the Year Ended December 31, 2004

Operating revenues
Rent
Other income
Total operating revenues

Operating expenses
General
Depteciation and amortization
Total operating expenses

Operating income
Other revenues and (expenses)
Interest income
Interest expense

Total other revenues and (expenses)

Net income (loss)

Change in Net Assets
Net assets - beginning of year

Net assets at end of year

2005 2004
Variance
Favorable
Budget Actual (Unfavorable) Actual
$ 545,500 $ 583,010 $ 37,510 $ 554,019
63,000 25,138 (37,862) 23,283
608,500 608,148 (352) 577,302
393,800 370,138 23,662 346,944
114,630 (114,630) 114,030
393,800 484,768 (90,968) 460,974
214,700 123,380 (91,320) 116,328
800 779 21 646
(198,313) (127,991 70,322 (132,142)
(197513)  (127212) 70,301 (131,496)
17,187 (3,832) $ (21,019 (15,168)
141,142 144,974 160,142
$§ 158,329 $ 141,142 $ 144,974
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PROVO CITY HOUSING AUTHORITY
LOOKOUT POINTE
Statement of Cash Flows
For the Year Ended December 31, 2005
With Comparative Totals for the Year Ended December 31, 2004

Cash flows from operating activities 2005 2004
Rental revenues $ 584,648 $ 556,058
Other revenues 26,578 21,703
Payments to suppliers (242,856) (176,387)
Payments to employees (155,029) (142,109)

Net cash provided by operating activities 213,341 259,265

Cash flows from capital and related financing activities
Interest paid on debt (128,347) (132,476)
Principal payments on debt (69,967) (65,837)
Acquisition and construction of capital assets (13,561) (20,441)

Net cash used for capital and related financing activities (211,875) (218,754)

Cash flows from investing activities

Interest income 779 646
Net cash provided by investing activities 779 646
Net changes in cash and cash equivalents 2,245 41,157

Cash and cash equivalents January 1 262,860 221,703

Cash and cash equivalents December 31 $ 265,105 $ 262,860

Cash and cash equivalents $ 44,267 $ 62,822

Restricted cash and cash equivalents - security deposits 39,076 38,326

Restricted cash and cash equivalents - escrow accounts 181,762 161,712

Total restricted cash and cash equivalents $ 265,105 § 262,860

Reconciliation of change in net assets to net cash from operations
Operating income $ 123,380 $ 116,328
Adjustments to reconcile change in net assets to net

cash provided by operating activities

Depreciation and amortization 114,630 114,030

Increase/decrease in
Accounts treceivable (391) 1,302
Accounts payable 1,535 (929)
Accrued liabilities (1,716) 1,546
Tenant security deposits 750 (1,580
Prepaid insurance (273) 369
Prepaid rent 2,779 737
Due to other funds (27,353) 27,462
Net cash provided by operating activities $ 213,341 $ 259,265
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. PROVO CITY HOUSING AUTHORITY
. Schedule of Expenditures of Federal Awards
l For the year ended September 30, 2005
Federal Program " Current
. CFDA Contract Award Year
Federal Grantor/Pass-Through Grantor/Program Title Number Number Amount Expenditures
. Department of Housing and Ur‘ban Development
. Public and Indian Housing
. Operating Substdy 14.850 DEN - 344 $ 317,131 $ 317,131
Public and Indian Housing
. Capital Fund Program 14.872 UTO06P00750203 393,949 56,432
. Capital Fund Program 14.872 UTO06P00750104 380,419 279,457
. Capital Fund Program 14.872 UT06P00750105 347,482 22,028
Section 8 - Housing Choice Vouchers 14.871 0048-0066 . 4331741 . 4,249,220
. Shelter Plus Care 14.238 UT01C30-4001 452,700 145,407
- HUD Supportive Housing 14.181 UT01B104001 42,578 42,578
. Mortgage Insurance Rental Housing Section 207 14.134 2,540,000 2,065,785
. Total Department of Housing and
Urban Development 7,178,038
. Department of Education
- Passed through the Utah Department of Education
. Adult Education 84.002 7,466 3,500
Adult Education 84.002 7,337
- Total Department of Education 3,500
. Total Expenditures $ 7181538
|
|
|
|
|
|
|
m
. SEE NOTES TO SCHEDULE ON THE FOLLOWING PAGE. 40
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PROVO CITY HOUSING AUTHORITY
Notes to the Schedule of Expenditures of Federal Awards
For the year ended September 30, 2005

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Revenues are recognized in the accounting period that qualifying expenditures occur.
Expenditures are recognized in the accounting period in which the liability is incurred.

NOTE 2 - LOANS OUTSTANDING

The federal expenditures reported as Mortgage Insurance - Rental Housing Section 207
represents the loan balance outstanding at year end.

NOTE 3 - NON-CASH ASSISTANCE

The Housing Authority did not receive any non-cash assistance for the year ended September 30,
2005.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Provo City Housing Authority

We have audited the financial statements of Provo City Housing Authority as of and for the year ended
September 30, 2005, and have issued our report thercon dated January 30, 2006. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Provo City Housing Authority's internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide an opinion on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by error ot
fraud in amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of petforming theit
assigned functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Provo City Housing Authority's financial
statements ate free of material misstatement, we petformed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

MEMBERS OF THE AMERICAN INSTITUTE ORERRTIFIED PUBLIC ACCOUNTANTS
1005 South 800 East, Suite 1 * PO Box 971810 * Orem, UT 84097 * 801-224-1000 * FAX: 801-224-1930
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This report is intended solely for the information and use of the audit committee, management, federal
awarding agencies, and the Utah State Auditor’s Office and is not intended to be and should not be
used by anyone other than these specified parties.

Hawbns Clownrd «Simater; L

HAWKINS CLOWARD & SIMISTER, LC

CERTIFIED PUBLIC ACCOUNTANTS

January 30, 2006
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Commissioners
Provo City Housing Authority

Compliance

We have audited the compliance of Provo City Housing Authority with the types of compliance
requirements described in the U.S. Office of Management and Budgetr (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended September 30,
2005. Provo City Housing Authority’s major federal programs are identified in the summary of
auditot’s results section of the accompanying Schedule of Findings and Questioned Costs. Compliance
with the requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of Provo City Housing Authority’s management. Our responsibility is to
express an opinion on Provo City Housing Authority’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Gosernment Anditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Awdits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about Provo
City Housing Authority’s compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for
our opinion. Our audit does not provide a legal determination on Provo City Housing Authority’s
compliance with those requirements.

In our opinion Provo City Housing Authority complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended September
30, 2005.
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Internal Control over Compliance

The management of Provo City Housing Authority is responsible for establishing and maintaining
effective internal control over compliance with requitements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered Provo City
Housing Authority’s internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively
low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and
grants that would be material in relation to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving internal control over compliance and its operation that we
consider to be material weaknesses.

This report is intended solely for the information and use of the audit committee, management, federal
awarding agencies, and the Utah State Auditor’s Office and is not intended to be and should not be
used by anyone other than these specified parties.

Hardpns Llowartd + SenuStler, L
HAWKINS CLOWARD & SIMISTER, LC

CERTIFIED PUBLIC ACCOUNTANTS

January 30, 2006
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PROVO CITY HOUSING AUTHORITY
Schedule of Findings and Questioned Costs
September 30, 2005

Summary of Auditors’ Results

1. The auditors’ report expresses an unqualified opinion on the financial statements of Provo
City Housing Authority.

2. There were no reportable conditions relating to the audit of the financal statements as
reported in the Report on Internal Control over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Accordance
with Government Anditing Standards.

3. No instances of noncompliance material to the financial statements of Provo City Housing
Authority were disclosed during the audit.

4. There were no findings relative to the internal control over compliance with major federal
award programs.

5.  The auditor’s repott on compliance for the major federal awards programs for Provo City
Housing Authority expresses an unqualified opinion.

6.  Thete were no findings relative to the major federal award programs.

7.  The programs tested as major programs are:

a. Section 8 — Housing Choice Vouchers, CFDA No. 14.871

b. Mortgage Insurance Rental Housing Section 207, CFDA No. 14.134
c. Shelter Plus Care, CFDA No. 14.238

d. Public Housing Capital Funds Program, CFDA No. 14.872

8.  The threshold for distinguishing Types A and B programs was $300,000.

9.  Provo City Housing Authority was determined to be a low risk auditee.

Findings — Financial Statement Audit

There were no findings.

Findings and Questioned Costs — Major Federal Award Programs Audit

There were no findings.

Prior Year Audit Findings

Thete were no prior year findings.
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INDEPENDENT AUDITORS' REPORT ON LEGAL
COMPLIANCE - STATE OF UTAH

Board of Commissionets
Provo City Housing Authority

We have audited the financial statements of the Provo City Housing Authority for the year ended
September 30, 2005, and have issued our report thereon, dated January 30, 2006. Our audit included test
work on the Housing Authority's compliance with the general requirements identified in the State of
Utah Legal Compliance Audit Guide, including:

Cash management

Purchasing requirements
Special districts

Other general compliance issues

The Housing Authority did not receive any major or non-major State grants during the year ended
September 30, 2005.

The management of the Provo City Housing Authority is responsible for the Housing Authority's
compliance with all compliance requirements identified above. Our responsibility is to express an
opinion on compliance with those requirements based on our audit.

We conducted our audit in accordance with auditing standards genetally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
petform the audit to obtain reasonable assurance about whether material noncompliance with the
requirements referred to above occurred. An audit includes examining, on a test basis, evidence about
the Housing Authority's compliance with those requirements. We believe that our audit provides a
reasonable basis for out opinion.

The results of our audit procedures disclosed no instances of noncompliance with the trequitements
referred to above.

There were no prior year instances of noncompliance.
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In our opinion, Provo City Housing Authority complied, in all matertial respects, with the
general compliance requirements identified above, for the year ended September 30, 2005.

Haokens Clowand &= Sumisr, Le

HAWKINS CLOWARD & SIMISTER, LC

CERTIFIED PUBLIC ACCOUNTANTS

January 30, 2006
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